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STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION COMMISSION 
 

 
APPLICATION OF TITUS OIL & GAS PRODUCTION, LLC 
FOR APPROVAL OF PRODUCTION ALLOCATION, 
LEA COUNTY, NEW MEXICO 
 
 

 
 

Case No. 21872 

 
 

PEGASUS’S RESPONSE TO PREHEARING STATEMENTS OF THE OIL 
CONSERVATION DIVISION AND THE NEW MEXICO STATE LAND OFFICE  

 
 

PEGASUS RESOURCES, LLC, FORTIS MINERALS II, LLC, and SANTA ELENA MINERALS 

IV, LP (collectively, “Pegasus”), file this Response to the Prehearing Statements of (i) the New 

Mexico Oil Conservation Division’s (the “OCD”) and (ii) Stephanie Garcia Richard, 

Commissioner of Public Lands of the State of New Mexico, and the New Mexico State Land 

Office, and in support thereof, would respectfully show the Oil Conservation Commission (the 

“Commission”) the following: 

Pegasus incorporates herein its Brief in Support of Application of Titus Oil & Gas 

Production, LLC (“Titus”), filed on or about September 2, 2021, a copy of which is attached as 

Exhibit A, and is incorporated herein for all purposes (the “Brief”).1  

The OCD has previously approved currently producing wells drilled with a surface location 

in Texas and producing minerals in New Mexico. Similarly, the OCD has previously approved 

currently producing wells drilled with a surface location in New Mexico and producing minerals 

in Texas. These wells present similar issues to those raised by the OCD. And, on information and 

                                                 
1 Any terms not defined herein shall have the meaning given to such term in the Brief. 
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belief, the OCD lacks any Memorandum of Understanding (“MOU”) with the Railroad 

Commission of Texas (“RRC”) addressing any of those aspects for any of those currently 

producing “interstate wells.” To date, the OCD has failed to provide any evidence of jurisdictional 

disputes involving these “interstate wells.” We expect the same result here.2  

If it is deemed necessary to obtain a MOU between the OCD and RRC, then the 

Commission should approve this Application conditioned on the OCD entering into a MOU 

allowing for an oil and/or gas well to be drilled with a drill site located in New Mexico and a 

horizontal wellbore drilled and completed in both New Mexico and Texas.  

The argument that it would not be appropriate or prudent to approve the Application based 

on such a condition is a red herring. Each day the OCD approves oil and gas drilling permits with 

conditions. For example, each oil and gas drilling permit is conditioned on the requirement that 

the operator drill the well in accordance with the rules and regulations of the OCD. OCD may also 

include other conditions when it deems they are appropriate. Approving the Application 

conditioned on a MOU, if the Commission determines one is necessary, would not be unusual and 

does not create bad precedent. 

It is unclear why the OCD is opposing the Application, when its paramount duty is to 

prevent waste and protect correlative rights.3 Many months have elapsed since this issue first arose, 

and further delay will only harm correlative rights and result in waste. If the Commission 

                                                 
2 It is undisputed by all parties that this Application prevents waste and protects correlative rights. Whether not 
producing from the last 100' from the New Mexico-Texas border, or the potential that Titus will drill only half of the 
wells planned for the Drilling Program, refusing to grant this Application will cause waste and harm correlative rights.  
 
3 See, e.g., NMSA 1978, § 70-2-11 (“The division is hereby empowered, and it is its duty, to prevent waste prohibited 
by this act and to protect correlative rights, as in this act provided.”). 
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determines a MOU is necessary, it should establish a deadline for the OCD to expeditiously work 

with the RRC to develop one.4 

CONCLUSION AND PRAYER  

 Pegasus requests the Commission (i) grant the Application, (ii) require the OCD to enter 

into a MOU with the RRC, if it deems one is necessary, and (iii) award or grant such other relief 

as Titus and/or Pegasus may request from the Commission and are justly entitled.   

       Respectfully submitted, 

/s/ Dana S. Hardy    
Harold L. Hensley, Jr. 
State Bar #1142 
KELLY HART & HALLMAN LLP 
P.O. Box 3580 
500 W. Illinois, Suite 800 
Midland, Texas 79702 
(432) 683-4691 
(432) 683-6518 Fax 
Harold.Hensley@kellyhart.com   
 
Dana S. Hardy 
State Bar #12456 
Michael Rodriguez 
State Bar #152737 
HINKLE SHANOR LLP 
P.O. Box 2068 
Santa Fe, New Mexico 87504-2068 
(505) 982-4554 
(505) 982-8623 Fax 
dhardy@hinklelawfirm.com  
mrodriguez@hinklelawfirm.com  
 
ATTORNEYS FOR PEGASUS  

                                                 
4 Pegasus also questions the OCD’s argument that a MOU would constitute a joint powers agreement involving the 
Secretary of the Department of Finance and Administration. Neither the OCD nor the RRC have asserted any exercise 
of power in the other state. Rather, any memorandum of understanding appears to be an “Agreement[] Documenting 
Mutual Understandings.” See Memorandum of Katherine B. Miller, Cabinet Secretary, Department of Finance and 
Administration, dated Nov. 9, 2007, available at https://www.nmdfa.state nm.us/wp-
content/uploads/2020/12/Joint_Powers_Agreement_Policy_and_Procedures.pdf. 
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CERTIFICATE OF SERVICE 
 

I certify that on this 24th day of September, 2021, a true and correct copy of the foregoing 
was delivered via electronic mail: 

 
Eric Ames 
Jesse Tremaine 
Assistant General Counsel 
NM ENERGY AND MINERALS AND 
NATURAL 
RESOURCES DEPARTMENT 
1220 S. St. Francis Drive 
Santa Fe, NM 87501 
(575) 741-1231 
(505) 231-9312 
eric.ames@state.nm.us 
jessek.tremaine@state.nm.us 
Attorneys for Intervenor NM Oil  
Conservation Division 
 
Sharon T. Shaheen 
Ricardo S. Gonzales 
P.O. Box 2307 
Santa Fe, New Mexico 87504-2307 
(505) 982-2678 
sshaheen@montand.com  
rgonzales@montand.com  
Attorneys for Titus Oil & Gas 
Production, LLC 
 

Michael H. Feldewert 
Adam G. Rankin 
Julia Broggi 
Kaitlyn A. Luck 
HOLLAND & HART, LLP 
P.O. Box 2208 
Santa Fe, NM 87504 
(505) 988-4421 
mfeldewert@hollandhart.com 
agrankin@hollandhart.com 
jbroggi@hollandhart.com 
kaluck@hollandhart.com 
Attorneys for EOG Resources, Inc. 
 
 
Nicholas Koluncich 
Assistant General Counsel 
NEW MEXICO STATE LAND OFFICE 
P.O. Box 1148 
Santa Fe, NM 87504-1148 
(505) 827-1261 
nkoluncich@slo.state.nm.us   
Attorney for Stephanie Garcia Richard, 
Commissioner of Public Lands of the State of 
New Mexico, and New Mexico 
State Land Office  
 
 

/s/ Dana S. Hardy    
Dana S. Hardy 
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The Brief 
 

{attached} 
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STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 
 

 
APPLICATION OF TITUS OIL & GAS PRODUCTION, LLC 
FOR APPROVAL OF PRODUCTION ALLOCATION, 
LEA COUNTY, NEW MEXICO 
 
 

 
 

Case No. 21872 

 
 

BRIEF IN SUPPORT OF APPLICATION OF TITUS OIL & GAS PRODUCTION, LLC 
 

 
PEGASUS RESOURCES, LLC, FORTIS MINERALS II, LLC, and SANTA ELENA MINERALS 

IV, LP (collectively, “Pegasus”), file this Brief in Support of Application of Titus Oil & Gas 

Production, LLC (“Titus”) for Approval of Production Allocation, Lea County, New Mexico 

(“Application”), and in support thereof, would respectfully show the New Mexico Oil 

Conservation Division (the “OCD”) the following: 

I. INTEREST OF PEGASUS 

 Pegasus supports Titus’s Application for an Order approving the production allocation 

for the El Campeon Fed Com 404H well, to be located in Lea County, New Mexico and Loving 

County, Texas (the “Subject Well”).1 Pegasus and its affiliated entities own 181 net royalty acres 

in the New Mexico portion of Titus’s proposed Drilling Program Area (defined below) and 434 

                                                 
1 The Subject Well will be producing from the Wolfcamp Formation (WC-025 G-09 S263619C; Wolfcamp 
[9982340] / Phantom; Wolfcamp [Texas Field No. 71052900]), from a standard 280 acre horizontal spacing and 
proration unit comprised of the E/2 E/2 of Section 29 and the NE/4 NE/4 & Lot 1 of irregular Section 32, Township 
26 South, Range 35 East, NMPM, in Lea County, New Mexico, and Lot 1 of irregular Section 25, Block C24, in 
Loving County, Texas. See Application. 
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net royalty acres across the entirety of the proposed Drilling Program Area when including its 

Texas holdings.2  

 Pegasus understands that the Application is limited to the Subject Well and its proposed 

allocation unit.  Pegasus does not hold any mineral or royalty interests in the New Mexico 

portion of that allocation unit.  Pegasus and its affiliates do, however, own significant mineral 

and royalty interests in the Texas portion of the proposed unit that will be adversely affected by 

the desertion of those mineral and royalty interests, which can only be economically developed if 

the Application is approved.  More importantly, the Subject Well is the first of a proposed multi-

well Drilling Program (defined below) in which Pegasus owns substantial New Mexico mineral 

and royalty interests that will be fully and commercially developed if the Application is 

approved.3  

 Absent the OCD’s approval of the Application, Pegasus (and other similarly situated 

royalty owners, including the State of New Mexico and the Bureau of Land Management 

(“BLM”)4) will be denied substantial oil and gas royalties. 

II. THE APPLICATION 

 The Subject Well is unique because its drill site will be located in Lea County, New 

Mexico, but the horizontal wellbore will be drilled and completed in both New Mexico and 

Texas. Specifically, the completed horizontal wellbore will run North to South with take points 

                                                 
2 Pegasus and its affiliated entities collectively own over 27,013 net royalty acres across the State of New Mexico. 
See Exhibit A, at ¶ 3 (Declaration of George M. Young, Jr.). 
 
3 As noted by Titus, if the OCD does not approve the Application and the proposed Drilling Program to authorize 
drilling and completion across the state line into Section 25 - TX, Titus must necessarily drill fewer wells, as the 
economics only support the drilling and completion of approximately 14 New Mexico-only short lateral wells.  This 
50% reduction in development will undoubtedly result in waste, as recoverable hydrocarbons will be stranded. See 
Exhibit B, e.g., at 35:15–25, 45:11–25, 46:1–22 (Transcript from NM Hearing (excerpts only)). 
 
4 See id. at 12:11–19. 
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in Sections 29 and 32, T-26-S, R-35-E, Lea County, New Mexico (“Sections 29 and 32 - NM”) 

as well as Section 25, Block C24, Loving County, Texas (“Section 25 - TX”).5  

 The Railroad Commission of Texas (the “RRC”) recently approved a permit for the 

portion of the Subject Well traversing Section 25 - TX pursuant to that Final Order dated August 

25, 2021.6 With this Final Order of the RRC, the OCD is the primary remaining regulatory 

approval needed for drilling and completing the Subject Well.7 

 A hearing on the merits of the Application was held on June 17, 2021, before Legal 

Examiner William Brancard and Technical Examiner Leonard Lowe (the “NM Hearing”).8 Mr. 

Eric Ames represented the OCD at the NM Hearing. Other than noting the need for a 

memorandum of understanding between the OCD and the RRC concerning the unique nature of 

the Subject Well (“MOU”), the OCD did not express any fundamental objections to issuance of 

the Application.9  Pegasus therefore believes that the Application is ripe for approval. 

III. ARGUMENT AND AUTHORITIES 

A. Summary of Argument. 

 Pegasus is uniquely positioned as a royalty owner in both the New Mexico and Texas 

portions of Titus’s planned drilling program consisting of over 20 proposed wells (the “Drilling 

Program”), all of which would be drilled from a surface location in New Mexico and developed 

from horizontal wellbores drilled and completed in Sections 29 and 32 - NM or Sections 30 and 

                                                 
5 See Exhibit C (Plat).  
 
6 See Exhibit D (Final Order of RRC). 
 
7 See generally Titus’s Second Status Report and Request for Order of Approval (the “Status Report”). 
 
8 The Examiners left the record open for futher evidence. See Exhibit B, at 72:10–13 (Transcript from NM Hearing 
(excerpts only)). 
 
9 See id. at 63:16–25, 64:1–15, 64:16–17 (“[A]t this point in time[,] OCD believes that an MOU will be required in 
order to move forward.”).  
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31, T-26-S, R-35-E, Lea County, New Mexico, and Section 25 - TX (the “Drilling Program 

Area”).10 The attached declaration of George M. Young, Jr. and uncontroverted testimony from 

the NM Hearing reveal the economic impact of this Application on royalty owners like Pegasus 

and the State of New Mexico. For each well that Titus drills and completes as part of the Drilling 

Program, Pegasus estimates that: (i) it will receive over $1 million per well on average by virtue 

of its mineral and royalty ownership in the Drilling Program Area and (ii) it is believed the State 

of New Mexico will receive approximately $1 million per well on average by virtue of its 

ownership of 442.5 net royalty acres in the Drilling Program Area.11  

 While this is arguably new ground for the OCD12 and would require redundant filings by 

Titus in both New Mexico and Texas and coordination between the OCD and the RRC,13 the 

administrative legwork pales in comparison to the certain loss of millions of dollars of royalties 

to Pegasus, the State of New Mexico, the BLM, and other similarly situated royalty owners if the 

OCD denies the Application. The OCD’s duty to prevent waste and protect correlative rights is 

therefore at the core of the Application.14        

                                                 
10 See Exhibit A, at ¶¶ 3–6 (Declaration of George M. Young, Jr.). 
 
11 See id. at ¶ 7 (noting this is averaged across all wells in the Drilling Program despite Pegasus and its affiliates or 
State of New Mexico not owning any royalty acres under certain parts of the Drilling Program Area). 
 
12 The matter of drilling and completing across state lines is not new in oil and gas production in the United States, 
as it appears the matter has previously occurred in West Virginia and Pennsylvania. See Exhibit B, at 21:2–18, 38:8–
25, 39:1–25, and 40:1–19 (Transcript from NM Hearing (excerpts only)). 
 
13 It is apparent that the RRC stands ready to draft and execute an MOU based on the RRC’s swift issuance of a 
Final Order.  
 
14 N.M. STAT. ANN. § 70-2-11 (“The division is hereby empowered, and it is its duty, to prevent waste prohibited by 
this act and to protect correlative rights, as in this act provided. To that end, the division is empowered to make and 
enforce rules, regulations and orders, and to do whatever may be reasonably necessary to carry out the purpose of 
this act, whether or not indicated or specified in any section hereof.”). 
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B. All of the Working Interest Owners are in Agreement as to the Development of the 
Subject Well. 

 Titus owns 100% of the leasehold underlying the wellbore of the Subject Well within the 

State of New Mexico (i.e., Sections 29 and 32 - NM), and Oxy USA, Inc. (“Oxy”) owns 100% of 

the leasehold underlying the wellbore of the Subject Well within the State of Texas (i.e., Section 

25 - TX).15 Titus and Oxy have entered into a Joint Operating Agreement dated July 8, 2021 

(“JOA”) covering the development of the Subject Well and the allocation of ownership and 

expenses related thereto.16   

C. The Potential Loss to Royalty Owners is Significant. 

 Without approval of the Application, royalty owners like Pegasus and the State of New 

Mexico stand to lose millions in oil and gas royalties.17 Titus has testified that without approval 

of the Application, it may drill only half of the wells planned for the Drilling Program.18 As Titus 

stated at the NM Hearing:  

So instead of us having to stop our perforations For [sic] our completion process, 
as it currently stands we would have to leave the last 100 feet of the wellbore 
uncompleted to stay away from -- or to observe the necessary setback per the 
OCD rules, so we would have to stop our lateral 100 feet from the state line, 
which that is State of New Mexico minerals. So that would be 100 feet of 
uncompleted minerals. So by way of extending the laterals, drilling across the 
state line, we are then able to perforate and complete and produce that additional 
100 feet of state minerals.19 

                                                 
15 See Exhibit B, at 9:23–25, 10:1–5 (Transcript from NM Hearing (excerpts only)). 
 
16 Pegasus understands Titus filed a copy of the executed JOA with the OCD as Supplemental Exhibit A-9 on July 9, 
2021, and by email to the hearings examiner and division counsel.  
 
17 See Exhibit A, at ¶¶ 7–9 (Declaration of George M. Young, Jr.); see also Exhibit B, at, e.g., 20:20–25, 33:7–12 
(Transcript from NM Hearing (excerpts only)). 
 
18 See, e.g., Exhibit B, at 27:3–7 (“Furthermore, Titus’s lease is such that longer laterals, because this is the deepest, 
highest-pressure part of the Delaware Basin, will increase and enhance economics, allowing for proper development 
and more reserve recovery.”), 27:20–24, 28:17–25, 29:1–5, 30:15–24, 35:15–25, 45:11–25, 46:1–22 (Transcript 
from NM Hearing (excerpts only)).  
   
19 See id. at 34:13–24.  
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 A New Mexico-only Drilling Program would necessarily result in waste and harm 

correlative rights, as oil and gas would be left unproduced in the Drilling Program Area, due to 

less wells and shorter laterals.20 This in turn would result in the loss of millions of dollars to 

royalty owners like Pegasus and the State of New Mexico.21  By way of example, if Titus were to 

only drill 14 New Mexico wells as part of the Drilling Program due to denial of the Application, 

as Titus testified to at the NM Hearing, Pegasus alone would lose over $5.6 million in royalty 

revenue.22   

D. All of the Hurdles to Permitting the Subject Well Will Be Borne by Titus Alone. 

 All of the additional regulatory hurdles associated with the Drilling Program will be 

borne entirely by Titus. Titus is a registered operator in both New Mexico (Operator No. 

373986) and Texas (Operator No. 880622). Thus, Titus maintains bonds required by both the 

OCD and the RRC. Pegasus understands that Titus will permit two API numbers for reporting 

purposes of the Subject Well, which allows Titus to report production allocables (for purposes of 

taxes and royalties) to both the New Mexico portion and the Texas portion of the Subject Well.23 

All of these additional regulatory burdens fall on Titus, not the OCD or the RRC.  

E. No New Environmental Hazards Arise from Granting the Application. 

 No new environmental hazards arise from granting the Application. It is uncontested that 

the OCD already issued drilling permits to Titus solely for drilling and completing oil and gas 

                                                                                                                                                             
 
20 See id. 
 
21 See Exhibit A, at ¶¶ 7–9 (Declaration of George M. Young, Jr.). 
 
22 See id at ¶¶ 8–9.  Pegasus stands to receive $11.2 million in royalties for the New Mexico portion of the multi-
well Drilling Program if the Application is granted.  If Titus were to only drill 14 New Mexico only wells if the 
Application is denied, Pegasus would only receive $5.6 million in royalties. 
 
23 See Exhibit B, at 18:6–18 (Transcript from NM Hearing (excerpts only)). 
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wells in New Mexico only.24 Upon the OCD granting the Application, Pegasus understands those 

permits would be amended to simply extend the subsurface reach of each well to the border of 

New Mexico and into Texas.25 The Application (and the proposed Drilling Program) promotes 

responsible drilling and reduces environmental impact by allowing the most efficient use of pad 

sites to achieve the greatest amount of production.26      

F. The Administrative Challenges to Issuance of the Permit are Worthwhile to Avoid 
Eliminating Half of the Proposed Wells in the Drilling Program. 

 While Pegasus recognizes the unchartered waters that the Application presents, the 

benefit to all interested parties resulting from the OCD’s approval of the Application is worth the 

required time and effort. The State of New Mexico stands to benefit through increased oil and 

gas royalties and tax collection.27 New Mexico property owners (including private royalty 

owners) stand to benefit through increased income. And, the OCD stands to benefit by fulfilling 

its duties to prevent waste and protect correlative rights.28 These enormous upsides are worth any 

increased administrative and regulatory hurdles. Furthermore, the MOU would appear to address 

the vast majority of those administrative and regulatory matters on the front end, resulting in 

minimal burden to the OCD with each successive application in the Drilling Program. 

                                                 
24 See id. at 19:1–6. 
 
25 See Exhibit A, at ¶ 5 (Declaration of George M. Young, Jr.). 
 
26 Approving the Application reduces the environmental impact of the Drilling Program in New Mexico. Titus will 
be able to reduce the amount of wells and pads needed to fully develop the lands covered by the Drilling Program. 
See Exhibit B, at 20:13–19 (Transcript from NM Hearing (excerpts only)). New Mexico benefits both directly and 
indirectly from this reduction.  
 
27 See id. at 20:20–25, 33:7–12. 
 
28 See N.M. STAT. ANN. § 70-2-11. 
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G. Time is of the Essence.  

 Pegasus understands that Titus has an upcoming rig and lease deadline to begin drilling 

the Subject Well. It is important that the OCD approve the Application and negotiate the MOU 

with the RRC in a timely manner to allow Titus to maximize the benefit of the issuance of the 

Application by batch drilling its Drilling Program Area rather than developing it in a piecemeal 

fashion.29 This is a win for all parties—more wells will be drilled due to the resulting economies 

of scale and environmental impacts will be reduced.    

 Obviously, long lateral wells are more economical for an operator to drill and complete 

than short lateral wells, and as a result, an operator will generally drill more wells in a project if 

it can drill those wells as long lateral wells.30 Titus drilling only half of its Drilling Program as 

short lateral wells would be disastrous for all parties involved, especially royalty owners like 

Pegasus and the State of New Mexico. Pegasus therefore urges the OCD to act swiftly to ensure 

the OCD does not cause waste or impair correlative rights.  

IV. CONCLUSION AND PRAYER  

 Pegasus requests the OCD (i) grant the Application, (ii) enter into an MOU with the 

RRC, as necessary, and (iii) award or grant such other relief as Titus and/or Pegasus may request 

from the OCD, at law or in equity, to which Titus and/or Pegasus is justly entitled.   

{signature page to follow}

                                                 
29 It is Pegasus’s understanding that the OCD and RRC were to coordinate preparation of the MOU directly and 
without the involvement of Titus.  By its grant of the Final Order, it appears that the RRC is ready and willing to 
negotiate the MOU.  Because (i) Pegasus is not privy to the communications between the RRC and OCD and (ii) 
there is no mention of the current status of the MOU in Titus’s Status Report due to its lack of involvement in the 
MOU process, Pegasus is not aware of the status of the MOU, including its contents, as of the filing of this Brief. 
 
30 See, e.g., Exhibit B, at 27:3–7 (“Furthermore, Titus’s lease is such that longer laterals, because this is the deepest, 
highest-pressure part of the Delaware Basin, will increase and enhance economics, allowing for proper development 
and more reserve recovery.”), 27:20–24, 28:17–25, 29:1–5, 30:15–24, 35:15–25, 45:11–25, 46:1–22 (Transcript 
from NM Hearing (excerpts only)). 
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       Respectfully submitted, 

/s/ Harold L. Hensley, Jr.    
Harold L. Hensley, Jr. 
State Bar #1142 
KELLY HART & HALLMAN LLP 
P.O. Box 3580 
500 W. Illinois, Suite 800 
Midland, Texas 79702 
(432) 683-4691 
(432) 683-6518 Fax 
Harold.Hensley@kellyhart.com   
 
Dana S. Hardy 
State Bar #12456 
Michael Rodriguez 
State Bar #152737 
HINKLE SHANOR LLP 
P.O. Box 2068 
Santa Fe, New Mexico 87504-2068 
(505) 982-4554 
(505) 982-8623 Fax 
dhardy@hinklelawfirm.com  
mrodriguez@hinklelawfirm.com  
 
ATTORNEYS FOR PEGASUS 
RESOURCES, LLC, FORTIS 
MINERALS II, LLC, AND SANTA 
ELENA MINERALS IV, LP 
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CERTIFICATE OF SERVICE 
 

I certify that on this 2nd day of September, 2021, a true and correct copy of the 
foregoing was delivered via electronic mail: 

 
Eric Ames 
Jesse Tremaine 
Assistant General Counsel 
NM ENERGY AND MINERALS AND 
NATURAL 
RESOURCES DEPARTMENT 
1220 S. St. Francis Drive 
Santa Fe, NM 87501 
(575) 741-1231 
(505) 231-9312 
eric.ames@state.nm.us 
jessek.tremaine@state.nm.us 
Attorneys for Intervenor NM Oil  
Conservation Division 
 
Sharon T. Shaheen 
Ricardo S. Gonzales 
P.O. Box 2307 
Santa Fe, New Mexico 87504-2307 
(505) 982-2678 
sshaheen@montand.com 
rgonzales@montand.com 
Attorneys for Titus Oil & Gas 
Production, LLC 
 

Michael H. Feldewert 
Adam G. Rankin 
Julia Broggi 
Kaitlyn A. Luck 
HOLLAND & HART, LLP 
P.O. Box 2208 
Santa Fe, NM 87504 
(505) 988-4421 
mfeldewert@hollandhart.com 
agrankin@hollandhart.com 
jbroggi@hollandhart.com 
kaluck@hollandhart.com 
Attorneys for EOG Resources, Inc. 
 
 
 
 

/s/ Harold L. Hensley, Jr.    
Harold L. Hensley, Jr. 
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STATE OF NEW MEXICO 
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION 
 

 
APPLICATION OF TITUS OIL & GAS PRODUCTION, LLC 
FOR APPROVAL OF PRODUCTION ALLOCATION, 
LEA COUNTY, NEW MEXICO 
 
 

 
 

Case No. 21872 

DECLARATION OF GEORGE M. YOUNG, JR. 
 
STATE OF TEXAS   § 
     § 
COUNTY OF TARRANT  § 

 
1. My name is George M. Young, Jr.  I am over the age of twenty-one (21) and have 

never been convicted of a felony.  I am of sound mind, fully qualified to make this declaration, 
and competent to testify as to the facts stated herein.  I understand I am making this declaration 
under the penalty of perjury under the laws of the State of New Mexico.  The facts stated herein 
are within my personal knowledge and are true and correct. 

 
2. I am the Chief Executive Officer of Pegasus Resources, LLC, which serves as 

manager of Fortis Minerals II, LLC and Santa Elena Minerals IV, LP (collectively, “Pegasus”). I 
have been in the oil and gas business for more than 35 years. I have managed numerous oil and 
gas companies owning and operating oil and gas interests in New Mexico and Texas. I am a 
member of the All American Wildcatters and Fort Worth Wildcatters and serve on the Board of 
Advisors for the TCU Energy Institute.  

 
3. Pegasus and its affiliates collectively own over 27,013 net royalty acres across the 

State of New Mexico.  
 
4. I have reviewed the above-referenced application (the “Application”) applied for 

by Titus Oil & Gas Production, LLC (“Titus”) for an order approving the production allocation 
for the El Campeon Fed Com 404H Well, to be located in Lea County, New Mexico and Loving 
County, Texas (the “Subject Well”). Based on my experience and understanding of the 
Application, the New Mexico Oil Conservation Division (the “OCD”) should approve the 
Application to prevent waste and protect correlative rights.  

 
5. I have reviewed the multi-well drilling program proposed by Titus covering the 

pertinent portions of Lea County, New Mexico and Loving County, Texas (the “Drilling 
Program”), a depiction of which is attached to this declaration as Schedule I (the “Drilling 
Program Area”). I understand that Titus has existing permits for oil and gas wells in the Drilling 
Program Area to be drilled and completed solely in New Mexico, but upon the OCD granting this 
Application, Titus will amend those permits to simply extend the subsurface reach of each well to 
the border of New Mexico and into Texas.  
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C&Y Deals

Discount Rate :  10.00

As of : 08/01/2021

All Cases
ECONOMIC SUMMARY PROJECTION Total

Misc.

Rev. Net

(M$)Year

Oil

Gross

(Mbbl)

Gas

Gross

(MMcf)

Oil

Net

(Mbbl)

Gas

Net

(MMcf)

Oil

Price

($/bbl)

Gas

Price

($/Mcf)

Oil & Gas

Rev. Net

(M$)

Taxes

Net

(M$)

Costs

Net

(M$)

Invest.

Net

(M$)

NonDisc. CF

Annual

(M$)

Cum

Disc. CF

(M$)

2021  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00 0.00  0.00

2022  7,082.38  11,767.16  62.30  3.50  3,671.75  0.00  0.00  446.58  0.00  3,225.17  2,974.96 53.91  89.56

2023  3,012.85  5,940.94  57.30  3.00  1,449.61  0.00  0.00  176.41  0.00  1,273.20  4,031.58 22.93  45.22

2024  1,992.29  4,086.68  52.30  3.00  886.37  0.00  0.00  107.96  0.00  778.42  4,615.42 15.16  31.10

2025  1,497.99  3,129.46  52.30  3.00  667.75  0.00  0.00  81.34  0.00  586.41  5,013.25 11.40  23.82

2026  1,209.08  2,552.84  52.30  3.00  539.58  0.00  0.00  65.73  0.00  473.85  5,304.15 9.20  19.43

2027  1,016.97  2,162.21  52.30  3.00  454.19  0.00  0.00  55.33  0.00  398.86  5,525.75 7.74  16.46

2028  881.79  1,884.05  52.30  3.00  394.03  0.00  0.00  48.00  0.00  346.02  5,699.73 6.71  14.34

2029  775.86  1,663.80  52.30  3.00  346.83  0.00  0.00  42.25  0.00  304.58  5,838.33 5.91  12.66

2030  695.12  1,494.90  52.30  3.00  310.84  0.00  0.00  37.87  0.00  272.97  5,950.76 5.29  11.38

2031  630.24  1,358.42  52.30  3.00  281.89  0.00  0.00  34.34  0.00  247.55  6,043.06 4.80  10.34

2032  578.41  1,249.01  52.30  3.00  258.76  0.00  0.00  31.53  0.00  227.24  6,119.74 4.40  9.51

2033  532.11  1,150.81  52.30  3.00  238.09  0.00  0.00  29.01  0.00  209.08  6,183.60 4.05  8.76

2034  494.16  1,070.11  52.30  3.00  221.14  0.00  0.00  26.94  0.00  194.20  6,237.30 3.76  8.14

2035  461.48  1,000.45  52.30  3.00  206.54  0.00  0.00  25.17  0.00  181.38  6,282.69 3.51  7.61

Rem.

Total  50.0

Ult.
Eco. Indicators

Return on Investment (disc) :

Return on Investment (undisc) :

Years to Payout :

Internal Rate of Return (%) :

 0.000

 0.000

 0.00

0.00

Present Worth Profile (M$)

0.00% :

5.00% :

8.00% :

PW

PW

PW

PW

PW

PW 11,243.16

 8,048.39

 7,041.13

9.00% :

10.00% :

12.00% :

15.00% :

20.00% :

25.00% :

30.00% :

PW

PW

PW

PW

 6,777.86

 6,540.63

 6,128.45

 5,625.11

 4,984.58

 4,497.97

 4,108.66

 6,421.90  13,932.84  52.30  3.00  2,874.46  0.00  0.00  350.23  0.00  2,524.23

 27,282.66  54,443.69

 27,282.66  54,443.69

 55.45  3.11  12,801.85  0.00  0.00  1,558.69  0.00  11,243.16

 257.94

 6,540.63

 48.88

 207.65

 106.04

 414.38

1TRC Standard Eco.rpt



   

 

SCHEDULE III 



 0.00

 0.00

 0.00

Est. Cum Oil (Mbbl) :

Est. Cum Gas (MMcf) :

Est. Cum Water (Mbbl) :

Date : 08/06/2021 11:07:02AM

Partner :

Custom Selection

C&Y Deals

Discount Rate :  10.00

As of : 08/01/2021

All Cases
ECONOMIC SUMMARY PROJECTION Total

Misc.

Rev. Net

(M$)Year

Oil

Gross

(Mbbl)

Gas

Gross

(MMcf)

Oil

Net

(Mbbl)

Gas

Net

(MMcf)

Oil

Price

($/bbl)

Gas

Price

($/Mcf)

Oil & Gas

Rev. Net

(M$)

Taxes

Net

(M$)

Costs

Net

(M$)

Invest.

Net

(M$)

NonDisc. CF

Annual

(M$)

Cum

Disc. CF

(M$)

2021  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00 0.00  0.00

2022  7,082.38  11,767.16  62.30  3.50  6,082.97  0.00  0.00  447.78  0.00  5,635.19  5,198.02 89.30  148.38

2023  3,012.85  5,940.94  57.30  3.00  2,401.56  0.00  0.00  177.39  0.00  2,224.17  7,043.86 37.99  74.91

2024  1,992.29  4,086.68  52.30  3.00  1,468.45  0.00  0.00  108.98  0.00  1,359.46  8,063.50 25.12  51.53

2025  1,497.99  3,129.46  52.30  3.00  1,106.26  0.00  0.00  82.16  0.00  1,024.10  8,758.26 18.89  39.46

2026  1,209.08  2,552.84  52.30  3.00  893.92  0.00  0.00  66.42  0.00  827.51  9,266.27 15.25  32.19

2027  1,016.97  2,162.21  52.30  3.00  752.45  0.00  0.00  55.92  0.00  696.53  9,653.26 12.82  27.26

2028  881.79  1,884.05  52.30  3.00  652.78  0.00  0.00  48.52  0.00  604.26  9,957.08 11.12  23.76

2029  775.86  1,663.80  52.30  3.00  574.59  0.00  0.00  42.72  0.00  531.88  10,199.11 9.78  20.98

2030  695.12  1,494.90  52.30  3.00  514.96  0.00  0.00  38.29  0.00  476.68  10,395.45 8.77  18.85

2031  630.24  1,358.42  52.30  3.00  467.01  0.00  0.00  34.72  0.00  432.28  10,556.62 7.95  17.13

2032  578.41  1,249.01  52.30  3.00  428.69  0.00  0.00  31.88  0.00  396.81  10,690.53 7.29  15.75

2033  532.11  1,150.81  52.30  3.00  394.45  0.00  0.00  29.33  0.00  365.11  10,802.05 6.71  14.51

2034  494.16  1,070.11  52.30  3.00  366.36  0.00  0.00  27.25  0.00  339.12  10,895.81 6.23  13.49

2035  461.48  1,000.45  52.30  3.00  342.18  0.00  0.00  25.45  0.00  316.73  10,975.08 5.82  12.62

Rem.

Total  50.0

Ult.
Eco. Indicators

Return on Investment (disc) :

Return on Investment (undisc) :

Years to Payout :

Internal Rate of Return (%) :

 0.000

 0.000

 0.00

0.00

Present Worth Profile (M$)

0.00% :

5.00% :

8.00% :

PW

PW

PW

PW

PW

PW 19,637.76

 14,058.65

 12,299.59

9.00% :

10.00% :

12.00% :

15.00% :

20.00% :

25.00% :

30.00% :

PW

PW

PW

PW

 11,839.82

 11,425.51

 10,705.66

 9,826.58

 8,707.86

 7,857.95

 7,177.95

 6,421.90  13,932.84  52.30  3.00  4,762.09  0.00  0.00  354.17  0.00  4,407.92

 27,282.66  54,443.69

 27,282.66  54,443.69

 55.45  3.11  21,208.73  0.00  0.00  1,570.97  0.00  19,637.76

 450.42

 11,425.51

 80.98

 344.02

 175.68

 686.50

1TRC Standard Eco.rpt



 

 

 

 

EXHIBIT B 



































500 FOURTH STREET NW - SUITE 105, ALBUQUERQUE, NM 87102
PAUL BACA PROFESSIONAL COURT REPORTERS

Page 34

1      A.   That's correct.

2      Q.   So I believe Ms. Shaheen asked you whether 

3 Titus' proposal to drill into Texas made the El Campeon 

4 well more feasible and attractive to the State Land 

5 Office.  And I don't think -- it sounded to me like your 

6 answer was it made it more attractive to Titus.  Did you 

7 actually mean to say that drilling into Texas made the El 

8 Campeon well more feasible and attractive to the State 

9 Land Office?  

10      A.   Well, not in exclusion of it being more 

11 attractive to Titus.

12                I do believe that just having more treated 

13 laterals.  So instead of us having to stop our 

14 perforations  For our completion process, as it currently 

15 stands we would have to leave the last 100 feet of the 

16 wellbore uncompleted to stay away from -- or to observe 

17 the necessary setback per the OCD rules, so we would have 

18 to stop our lateral 100 feet from the state line, which 

19 that is State of New Mexico minerals.  So that would be 

20 100 feet of uncompleted minerals. 

21                So by way of extending the laterals, 

22 drilling across the state line, we are then able to 

23 perforate and complete and produce that additional 100 

24 feet of state minerals.

25      Q.   Okay.  So I'd like to talk about this a little 
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1 15th docket.  I know it's a full docket, but I think what 

2 we're talking about is a check-in here.

3                If in advance of that date, you know, the 

4 parties can provide something in writing that just sort of 

5 says, "Here we are, and we request to come back to you in 

6 a month," or "We are ready to go," or whatever, that would 

7 be helpful.

8                So we will set it up for a status 

9 conference on July 15th in this case.

10                I'm leaving the record open because, you 

11 know, there may be further evidence that comes that we 

12 want to have in this record, particularly if it goes up to 

13 the Commission.  

14                Ms. Shaheen, any comments?  

15           MS. SHAHEEN:  No.  I appreciate your time today.  

16 I know it took more time than I anticipated, but it's 

17 encouraging that we had the opportunity to present the 

18 case today.

19                The only logistical question I would have 

20 is:  I'm assuming that I should be filing a motion for 

21 continuance to that July 15th docket.  Is that a fair 

22 assumption?  

23           HEARING EXAMINER BRANCARD:  We will just 

24 continue it.  It's our decision to continue it.  

25           MS. SHAHEEN:  Great.  Thank you.  
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